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I. INTRODUCTION

Globalization has become an increasingly salient issue in recent years.
Some view the process as not only beneficial, but as both inevitable and

* J.D., Yale Law School, 2003; B.A., Ohio University, 2000. The author wishes to thank
Professors George Priest and Owen Fiss for their guidance in researching the topic, and would like
to thank them and Matthew McHale, Jeanne McHale, and Alexander Nguyen for comments on an
earlier draft of the Article.
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irreversible.' Others, however, have responded with hostility and fear.
Protestors have flocked to Seattle, Quebec City, Washington, D.C., Prague,
and other cities to criticize the policies of the International Monetary Fund
(IMF), the World Trade Organization (WTO), and the World Bank. In the
United States alone, there have been significant political struggles over the
North American Free Trade Agreement (NAFTA), the so-called fast-track
trade authority of the President, tariffs, immigration, and a host of other
issues. Globalization has increasingly been blamed for many of the ills of
the world, ranging from domestic job loss and environmental problems to
cultural conflict in the Third World.
The anti-globalist movement meshes a number of different interests,
including organized labor, environmentalism, nationalism, and human
rights activism in "a babel of different languages and different objectives
gathered under one 'anti' banner.",2 Anti-globalists often worry about the
effect that globalization will have on local cultures; fear that corporations
do or will usurp the power of elected officials;3 or believe that
nongovernmental organizations, such as the World Bank, are either
misguided or ineffective.' Many decry an allegedly growing inequality
between the rich and poor of the world.' Some see the burgeoning global
capitalism as the cause of many, if not most, of the ills of society.

I. INT'L MONETARY FUND, GLOBALIZATION: THREAT OR OPPORTUNITY (2000), available
at http://www.imf.org/external/np/exr/ib/2000/041200.htm (last visited Dec. 22,2003). Thomas L.
Friedman offers an excellent account of this sense of inevitability in The Lexus andthe Olive Tree.
I feel about globalization alot like I feel about the dawn. Generally speaking... [the sun]
does more good than harm. But even if I didn't much care for the dawn there isn't much I
and I'm not going to waste
could do about it. I didn't start globalization, I can't stop it...

my time trying.
THOMAS L. FRIEDMAN, THE LEXUS AND THE OLIVE TREE: UNDERSTANDING GLOBALIZATION xviii

(2000); see JOHN T. ROURKE, INTERNATIONAL POLITICS ON THE WORLD STAGE 222 (5th ed. 1995)

(stating that most countries are moving toward capitalism, and that capitalism is indisputably
shaping the world's economic and political future); Joseph Sliglitz, Addis Ababa: Thanks for
Nothing, ATLANTIC MONTHLY, Oct. 200 1, at 56 (stating that the question of whether one should
be "for" or "against" globalization is not salient because "as apractical matter there is no retreating
from globalization").
2. NOREENA HERTZ, THE SILENT TAKEOVER: GLOBAL CAPITALISM AND THE DEATH OF

DEMOCRACY 2 (2001).
3. See, e.g., id. at 10 (claiming that "big corporations" are taking over governments' roles).

4. For specific criticisms of these organizations, and in particular the IMF, see JOSEPH
STIGLITZ, GLOBALIZATION AND ITS DISCONTENTS (2002); see also Stiglitz, supra note 1; Joseph

Stiglitz, The Insider,NEW REPUBLIC, Apr. 17, 2000, at 56 [hereinafter Stiglitz, The Insider].
5. See, e.g., Isabella D. Bunn, The Right to Development: Implicationsfor International
Economic Law, 15 AM. U. INT'L L. REV. 1425, 1465 (2000) (stating that globalization contributes

to global economic inequality).
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This Article contends that, despite its faults, the spread of global
capitalism has done more to benefit the rich and poor alike than any other
economic or political system in the history of the world. Global capitalism
provides, among other things, three important benefits. First, it has led to
unprecedented economic growth and increased wealth for people at all
income levels, particularly for those with the lowest incomes. This has, in
turn, greatly enhanced the living standards of the world's poor, and has
provided many with the most fundamental human rights - the rights to
food, clothing and shelter.6 Second, globalization has and may continue to
diffuse economic power. This has increased political freedoms and
individual agency, which are fundamental elements of any conception of
human rights. Last, the economic growth and diffusion of economic and
political power that result from global capitalism may lead to greater
international stability and peace.
Part II discusses the economic arguments in favor of globalization. It
states the economic theory that supports an open economic system, and
illustrates the folly of government protection of inefficient industries. This
Part also demonstrates how open markets have generated positive benefits
for advanced countries, and even larger gains for many developing nations.
Part III addresses concerns of the anti-globalist movement. It first
discusses the perceived link between globalization and inequality. This
Part establishes that there is scarce evidence linking globalization and
within-country inequality, but finds that globalization may lead to greater
income inequality between countries. It then suggests that living standards,
and not income, provide a better measurement of inequality, and shows
that living standards in developing countries are demonstrably converging
on those in advanced countries. This Part next addresses fears that
governments are becoming less responsive as they (allegedly) lose their
authority to multinational corporations. These fears are unwarranted, as
governments have in fact increased spending on social insurance as their
nations have become more globalized.
Part IV discusses some unquantifiable - but very significant externalities of global capitalism, including the increase in individual
autonomy that is inherent in a diffused economic system. This Part
explores the effect of economic diffusion on political freedoms, and
illustrates how globalization has and will continue to promote human
rights by increasing individual agency. It then counters the assertion that
increasing globalization has led to increased violence and international
6. Some have even argued that development itself is a fundamental human right. For an
overview of this movement and a discussion of its implications for international law, see id. at
1464.
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instability, and suggests instead that economic growth and economic
interdependence make conflict relatively less attractive by greatly
increasing its costs while decreasing its benefits.
Part V examines the policy implications of these findings. This Part
recommends increasing economic openness through freer trade, greater
investment, and loosening restrictions on migration. It argues that most
countries should remove their tariffs and other protectionist policies, even
if they must do so unilaterally. In addition to promoting economic growth,
such policies would help prevent conflict and would increase political and
civil liberties for much of the world.
II. THE BENEFITS FROM COMPARATIVE ADVANTAGE
The benefits of free trade were known to economists as early as 1622,'
and the principles underlying trade and economic integration were
widespread by the late eighteenth century.' Without going into burdensome
(and unnecessary) detail, the economic benefits from openness and
economic integration can be explained through a basic discussion of
comparative advantage. "A country has comparative advantage in
producing a good if the opportunity cost of producing that good in terms
of other goods is lower in that country than it is in other countries." 9 This
is, to paraphrase economist Paul Samuelson, one of the few things in
economics that is both obvious and nontrivial.' 0

7. See EDWARD MISSELDEN, FREE TRADE, ORTHE MEANES TO MAKE TRADE FLOURISH (A.M.
Kelley 1971) (1622).
8. The most influential book of this era was Adam Smith's Wealth of Nations, first
published in 1776. See ADAM SMITH, AN INQUIRY INTO THE NATURE AND CAUSES OF THE WEALTH

OFNATIONS (Edward Cannan ed., Univ. ofChicago Press 1977) (1776). For an even earlier example
of capitalist writing, see BERNARD MANDEVILLE, THE FABLE OF THE BEES (Phillip Harth ed.,
Penguin Books 1970), or, PRIVATE VICES, PUBLICK BENEFITS 493-502 (Liberty Fund, Inc. 1989)

(1714).
9. PAUL R. KRUGMAN & MAURICE OBSTFELD, INTERNATIONAL ECONOMICS: THEORY AND
POLICY 14 (4th ed. 1997).
10. This observation was Paul Samuelson's response to a challenge from mathematician
Stanislaw Ulaw to name one proposition in all of the social sciences which is both true and
nontrivial. Several years after the question was posed, Samuelson responded that the answer is
comparative advantage. "That it is logically true need not be argued before a mathematician; that
it is not trivial is attested by the thousands of important and intelligent men who have never been
able to grasp the doctrine for themselves or to believe it after it was explained to them." WORLD
TRADE ORGANIZATION, THE CASE FOR OPEN TRADE, available at http://www.wto.org/english/
thewtoe/whatise/tife/fact3_e.htm (last visited Nov. 18, 2003).

20031
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Comparative advantage is different from absolute advantage. A country
has an absolute advantage in producing a good if its cost is lower than that
in other countries." For example, if the United States can produce 100
computers or 80 cars in one day, and Japan can produce only 50 computers
or 50 cars in one day, the United States has an absolute advantage in
producing both goods. Japan has a comparative advantage, however, in
producing cars. The opportunity cost in Japan for producing 50 cars is less
than the opportunity cost in the United States - Japan must choose to not
build 50 computers in order to build 50 cars, whereas the United States
must choose to not build 63 computers in order to build the same 50 cars.
It therefore makes sense for the United States to produce computers, and
for Japan to produce cars. If each country specializes in its comparative
advantage good, the total production of the world will increase by the
amount of the difference in the opportunity costs of the countries. If each
country exports its comparative advantage good, trade between the
countries will necessarily raise the living standard in each.
A given country must always have a comparative advantage in
producing something. Many critics confuse the concepts of comparative
and absolute advantage, and argue that there are some countries that simply
cannot produce any goods as well as other countries. 2 This may be true
enough, but it completely misses the point: it is the cost of producing a
product relative to the costs of a competitor in terms of other goods - not
absolute advantage - that matters. International trade allows countries to
specialize, and thus use their resources more effectively, increasing their
productive efficiency. This leads to greater output and lower prices, which,
to put it bluntly, makes things better for everyone. 3 The economic
reasoning behind trade is straightforward and quite simple, making it all
the more vexing that there are so many misperceptions
and misguided
14
policies regarding international economics.

11. ROBERT S. PINDYCK & DANIEL L. RUBINFELD, MICROECONOMICS 604 (4th ed. 1998).
12. KRUGMAN & OBSTFELD, supra note 9, at 25.

13. This is the basic theory put forth by David Ricardo in 1817. Each trading partner enjoys
a cost advantage in one product or service, and thus values what it receives through trade more than
what it gives up. Trading therefore brings about a net increase in values for both partners. See
DAVID RICARDO, PRINCIPLES OF POLITICAL ECONOMY AND TAXATION (Prometheus Books 1996)
(1817).
14. See KRUGMAN & OBSTFELD, supra note 9, at 24-25 ("Politicians, business leaders, and
even economists frequently make statements that do not stand up to careful economic analysis...
.Open the business section of any Sunday news paper.., and you will probably find at least one
article that makes foolish statements about international trade."). Some economists present an even
more frustrated view. See HENRY HAZLITT, ECONOMICS IN ONE LESSON 74-75 (1979) (stating that
the propositions behind free markets are so manifest that they would never be questioned "had not
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In addition to trade, economic globalization includes international
migration, investment, and technology flows. Each of these has a similar
effect to trade in goods: they are based on the same principles and they
have the same effects.15 Free trade, migration, and investment are
substitutes. 16 Many anti-globalists therefore oppose greater openness not
only in trade, but in these areas as well.17 As with trade, however,
economic analyses of migration and investment suggest that relaxing
restrictions and increasing openness would raise both global and national
economic welfare. 8

the interested sophistry of merchants and manufacturers confounded the common-sense of
mankind" (quoting SMITH, supra note 8)).
15. Consider, for example, a redistribution of the world's labor force through migration.
Output rises in immigrant-receiving countries due to the increased supply of labor, while output
falls in emigrant-losing countries due to their decrease in labor. The formers' gains are larger than
the latters' loss because workers migrate to countries in which they have a higher marginal product
of labor (i.e., they have moved to countries which had lower initial labor-to-land ratios). Thus,
while output rises real wage rates converge. KRUGMAN & OBSTFELD, supra note 9, at 162.
16. See PAUL R. KRUGMAN, POP INTERNATIONALISM 65 (1996) (stating that imports of laborintensive products are like an indirect form of low-skill immigration); Shubha Ghosh, The Legal,
Economic, and Policy Roles of Immigrant Entrepreneurs in the Immigration Debate, 5 UCLA
ASIAN PAC. AM. L.J. 15, 17 (Spring 1998); Larry J. Obhof, The Irrationalityof Enforcement? An
EconomicAnalysis of US ImmigrationLaw, 12 KAN. J.L. & PUB. POL'Y 163, 166 (2002) (stating
that trade and migration occur for the same reasons and produce similar results).
17. A good example is the opposition from organized labor to greater immigration in the
United States. It is often spearheaded under the goal of protecting the economic welfare of natives
and promoting "distributive justice" among natives. Howard F. Chang, The Economic Analysis of
ImmigrationLaw, in MIGRATION THEORY: TALKINGACROSS DISCIPLINES 206 (Caroline B. Brettell
& James F. Hollifield eds., 2000). As with trade, data suggest that neither of these objectives
provides asound justification for protectionist restrictions. Id. Immigrants in the United States, for
example, have only a small impact on the earnings and employment opportunities of natives. See
GEORGE J. BORJAS, FRIENDS OR STRANGERS: THE IMPACT OF IMMIGRANTS ON THE U.S. ECONOMY
19 (1990); see also JAMES P. SMITH & BARRY EDMONSTON, THE NEw AMERICANS: ECONOMIC,

DEMOGRAPHIC, AND FISCAL EFFECTS OF IMMIGRATION 220 (1997) (stating that empirical evidence
shows that the impact of immigration on the wages of competing native workers is small); Rachel
Friedberg & Jennifer Hunt, The Impact of Immigration on Host Country Wages, Employment and
Growth,9 J.ECON. PERSP. 23, 42 (1995) (stating that the effect of immigration on the labor market
outcomes of natives is small).
18. In fact, studies suggest that the gains to the world economy from removing immigration
barriers would be enormous - perhaps doubling real worldwide income. Obhof, supra note 16,
at 165 (citing Howard F. Chang, Migrationas InternationalTrade: The Economic Gains from the
LiberalizedMovement of Labor,3 UCLA J. INT'L L. & FOREIGN AFF. 371, 373 (Fall 1998/Winter

1999)); Bob Hamilton & John Whalley, Efficiency and DistributionalImplications of Global
Restrictionson Labour Mobility, 14 J. DEV. ECON. 61 (1984) (providing estimates that the gains
from free migration of labor would more than double worldwide real income).
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A. The Folly ofProtectionism
Protectionist policies such as tariffs, import and export quotas, and
migration restrictions distort economic incentives and lead to dead weight
losses for the economy. 9 Moving toward free markets eliminates these
distortions and therefore benefits society as a whole.2° Some groups,
however, will be hurt by this shift.2' While the benefits of trade and
economic integration are often diffuse, the negative effects can be
significant (although for a small percentage of the population) and much
more obvious. This creates labor and business interests that are highly
vested in protectionist policies. These interest groups are, in turn, heavily
influential in government decision-making and are often successful in
instilling policies (such as tariffs) that are known to be inefficient.22
Although protectionist policies may inflate employment or wages
within protected sectors, they harm the economy as a whole. Protectionism
hinders growth in a number of ways. Countries that are not open to trade
cannot exploit their comparative advantages in production.23 Domestic
prices are less likely to reflect world prices if a country maintains trade
barriers, leading to a less efficient allocation of resources that results in
dead weight losses.24 Trade barriers may even result in long-run harm to
protected industries: the lack of exposure to foreign competition reduces
incentives for domestic producers to innovate or improve efficiency. 5
Open economies provide entrepreneurs with incentives to seek new ways
to export or compete with imports, as well as greater opportunities for

19. KRUGMAN & OBSTFELD, supra note 9, at 220.
20. Id.
21. HAZLITT, supra note 14, at 83 (stating that although liberalization helps a country on
balance, groups previously enjoying high protection would be hurt).
22. A recent example is President Bush's March 2002 decision to impose tariffs of up to 30%
on foreign steel products. Although the steel tariffs were aimed at protecting jobs in the struggling
U.S. steel industry, economists and other public officials quickly noted the harmful effect that the
tariffs would have on the economy as a whole. See U.S. Newswire, Bush Steel Tariffs 'Damaging'
to US. Economy, Set 'DangerousPrecedent,'Says LeadingSteel Economist (stating that the steel

tariffs would increase the cost of steel-made products, thereby decreasing the demand for those
products and leading to layoffs in steel-consuming industries), available at http://www.
usnewswire.com/topnews/temp/0305-128.html (last visited Nov. 18, 2003).
23. INT'L MONETARY FUND, WORLD ECONOMIC OUTLOOK, ASSET PRICES ANDTHE BUSINESS
CYCLE 132 (May 2000).
24. Id.
25. The corollary of this statement is also true. Consider, for example, the experience of the

U.S. auto industry in the 1990s, which became much more efficient amidst competition from
Japanese automakers. See Jonathan Todres, Lessons from the Trade Arena: A Proposalto Change
US. Immigration Law for the Benefit of US. Workers, 1 SAN DiEo INT'L L.J. 49, 64 (2000).
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learning and innovation than in a closed or managed system of trade.26
Protectionism also prevents countries from specializing, and thus from
taking advantage of economies of scale.27 The effects of such policies can
be devastating; countries that impose very restrictive tariffs and quotas lose
as much as 10% of their potential national income to distortions caused by
their trade policies.2"
Tariffs, import and export quotas, and all other manner of protectionist
policies have long been supported by claims that they provide employment,
raise wages, or protect the standard of living of the home country. They
actually do none of these things, and as far as wages and standard of living
are concerned, they do exactly the opposite. As economist Henry Hazlitt
has asked, "What other result could we expect from a policy of deliberately
using our capital and manpower in less efficient ways than we know how
to use them? What other result could we expect from deliberately erecting
artificial obstacles to trade and transportation?"3 Restraints on economic
competition serve only the interests of those few people who are able to
take advantage of them. For most people, protections from foreign
competition simply mean higher prices and scarcer goods.3 '
B. What Has Globalization Wrought?
The effects of globalization have largely been positive for both
developed and developing countries. Consider, for example, the effects of
the Uruguay Round of trade negotiations, which lasted from 1986 to 1994
and resulted in agreements to reduce tariffs and other non-tariff barriers.
Advanced countries agreed to lower their tariffs by an average of 40%, and

26. KRUGMAN& OBSTFELD, supranote 9, at 221. This is an area where migration may be just
as important as increased trade. Immigration could motivate native workers to gain additional
training and improve their skills to remain competitive. Obhof, supra note 16, at 174 (citing Todres,
supra note 25, at 65).
27. In 1984 economists Richard Harris and David Cox attempted to quantify the gains for
Canada of free trade with the United States, taking into account the gains from a more efficient
scale of production within Canada. They estimated that Canada's real income would rise by 8.6%
- an increase 3 times as large as the one typically estimated by economists who do not take into
account the gains from economies of scale. See RICHARD HARRIS & DAVID COX, TRADE,
INDUSTRIALPOLICY, AND CANADIAN MANUFACTURING (1984); Richard Harris& David Cox, Trade
Liberalizationand IndustrialOrganization:Some EstimatesforCanada,93 J. POL. ECON. 115, 132
(1985).
28. KRUGMAN & OBSTFELD, supra note 9, at 220.
29. HAZLIT-r, supra note 14, at 84.
30. Id. at 80.
31. TERENCE BALL& RICHARD DAGGER, POLITICAL IDEOLOGIES AND THE DEMOCRATIC IDEAL
71 (2d ed. 1995).
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the signatories agreed to liberalize trade in the important areas of
agriculture and clothing.32 The effects of the Uruguay Round have been
both positive and large. Reducing tariffs and non-tariff barriers has
produced annual increases in global GDP of$100-300 billion. 3 This figure
is five times larger than the total worldwide aid to developing countries.34
More importantly, a significant share of this increase has gone to the
poorest people. The percentage of the population in developing countries
living under $1 per day has fallen from 30% to 24% in the past decade.35
The recent experience of Mexico offers an excellent example of global
capitalism in action. The extent of poverty in Mexico is shocking; 20
million people live on less than $2 per day. 36 This is so for a number of
reasons, including government intervention in the market in the form of
protectionist measures intended to help ailing or failing industries. Using
government interventions to shape the allocation of resources traditionally
led to gross inefficiencies and a low pace of innovation and adoption of
new technologies. 37 Trade liberalization has helped curb such interventions
- indeed, the opening of its markets has become one of the most
important and far-reaching reforms in Mexico.
The effects of trade liberalization on the Mexican economy have been
significant. Exports in Mexico have increased sixfold since 1985, and the
GDP of the country has grown at an average rate of 5.4% per year since
1996.38 Since NAFTA created a "free trade area" among the United States,
Canada, and Mexico in 1994, Mexican labor productivity has grown fast
in its tradable sectors. 39 Not surprisingly, however, productivity has
remained stagnant in nontradable sectors. 4° NAFTA has also improved
Mexico's aggregate trade balance and helped to ameliorate the effect ofthe

32. KRUGMAN & OBSTFELD, supra note 9, at 239. The agreements also led to the creation of
the World Trade Organization (WTO), which replaced the General Agreement on Tariffs and Trade
(GATT). The WTO performs the same functions as it predecessor, but provides an accelerated
process for resolving disputes, as well as retaliatory provisions that promote effective enforcement
of the WTO's rulings. Id. at 240.
33. Paul Masson, Globalization:FactsandFigures, IMF Policy Discussion Paper PDP/0 1/4,
9 (Oct. 2001).
34. Id.
35. INT'L MONETARY FUND, supranote 23, at 121. This pattern is similar when one examines
the percentage under $2 per day. Id.
36. Nora Lustig, Life is Not Easy: Mexico's Quest for Stability and Growth, 15 J. ECON.
PERSP.

85, 86 (2001).

37. Id. at 94.
38. Id. at 85, 96.
39. Id. at 99.
40. Id.
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peso crisis on capital flows.4 ' As most economists predicted during the
NAFTA debate, the effects of the agreement have been positive and large
for Mexico.42 The effects have also been positive, although smaller, for the
United States. This is also consistent with the pre-NAFTA analyses of
most economists.43
The positive effects of globalization have been consistent throughout
the developing world. Dramatic increases in per capita income have
accompanied the expansion of trade in countries that have become more
globalized. Korea, for example, has seen average incomes increase
eightfold since 1960. 44 China has experienced an average growth of 5.1%
during the same period, and other countries in Asia, Africa, and Latin
America have experienced faster growth than that in advanced countries.45
The evidence is incredibly one-sided. "[P]romoting openness, and
supporting it with sound domestic policies, leads to faster growth. 46
The most successful third of developing countries have lowered average
import tariffs by 34% and increased trade relative to income by 104% since
1980."7 Per capita income in these countries rose by a yearly average of

41. Mary Burfisher et al., The Impact of the North American Free Trade Agreement on the
United States, 15 J. ECON. PERSP. 125, 133, 142 (2001).
42. Id.at 126, 141.
43. See KRUGMAN, supra note 16, at 161 (stating that every serious pre-NAFTA study found
that NAFTA would produce a small net gain for the United States).
44. Masson, supra note 33, at 7.
45. Id.
46. Id.at 9 (citing T.N. Srinivasan & Jagdish Bhagwati, Outward-Orientation and
Development: Are the Revisionists Right? (Sept. 17, 1999) (unpublished manuscript, Yale
University Economic Growth Center Discussion Paper No. 806), available at http://www.
columbia.edu/-jb38/Krueger.pdf (last visited Mar. 6, 2003)); see also INT'L MONETARY FUND,
supra note 23, at 122 (stating that openness to trade is "robustly and positively correlated to
growth"); Sebastian Edwards, Openness, Productivity and Growth: What Do We Really Know?,
108 ECON. J. 383, 383-98 (1998) (stating the same view); Michael Mussa, Factors Driving Global
Economic Integration, Address Before the Global Opportunities and Challenges Symposium
sponsored by the Federal Reserve Bank of Kansas City (Aug. 25, 2000) (stating that open policies
toward trade are an important contributing factor to economic growth). Media outlets in developing
countries are increasingly recognizing this fact as well. E.g., J. Mulraj, China's 15 Minute Lesson
to India, TIMES OF INDIA, Jan. 21, 2002, availableat www.timesofindia.indiatimes.com/cms.dll/
html/uncomp/articleshow?msid=1081028048 (last visited Dec. 22, 2003). Mulraj uses Thomas
Friedman's analogy of the "Lexus" and the "olive tree" to illustrate that countries which integrate
into the global economy fare well, while those that do not fare poorly. "Whilst China, a one party
nondemocratic regime, is integrating swiftly with the world and raising the living standards of its
people (the Lexus), India seems stuck in its olive tree disputes, its slowness in integrating and
stagnating living standards." Id.
47. Masson, supra note 33, at 6.
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3.5% in the 1980s, and a yearly average of 5% in the 1990s.1 8 The
remaining developing countries, which have lowered tariffs by an average
of only 11%, experienced "little or no growth in GDP per capita in the
post-1980 period."49
In countries that have become more open, increased growth has
undoubtedly been good for the poor. "Cross-country evidence suggests that
the incomes of the poorest 20 percent of the population increase roughly
one-for-one with the average per capita income."5 Some studies have
found an even stronger effect: a 1% increase in the average per capita
income is associated with a reduction in poverty rates by up to 3.5%. 51
Poverty rates fall, almost always, simultaneously with growth in average
living standards. The evidence is clear: increasing integration leads to
and with it, greater income levels, particularly for the
greater growth,
2
poorest.5
III. GLOBALIZATION AND [IN]EQUALITY[?], AND OTHER COMPLAINTS
One of the primary concerns about globalization is the effect that it has
(or is thought to have) on equality, both within and between nations. Does
globalization lead to greater wage inequality? The answer appears to be
twofold. Increasing global capitalism has little or no effect on wage
inequality within developed countries. There is also scarce evidence that
globalization leads to greater inequality within less-developed countries.
Globalization may, however, contribute to greater income inequality
between developed and developing nations. The richest quarter of the
world population saw its per capita income increase sixfold during the

48. Id.
49. Id. (citing World Bank, Globalization, Growth and Poverty: Facts, Fears, and an Agenda
for Action (July 2001) (draft for comments on file with author)).
50. Id. (citing David Dollar & Aart Kraay, Growth is Good for the Poor (Mar. 2001)
(unpublished manuscript, World Bank Policy Research Paper No. 2587), available at http://econ.
worldbank.org/resource.php (last visited Dec. 12, 2003)). Other studies have found similar results.
E.g., INT'L MONETARY FUND, supra note 23, at 135 (citing Michael Roemer & Mary Kay Gugerty,
Does Economic Growth Reduce Poverty? (Mar. 1997) (unpublished presentation paper), available
at http://www.cid.harvard.edu/caer2/htm/content/papers/paper04/paper04.pdf(last visited Mar. 6,
2003) (finding that a 10% rise in per capita income is correlated with a 10% increase in income
among the poorest quintile)).
51. INT'LMONETARY FUND, supranote 23, at 135 (citing Martin Ravallion & Shoahua Chen,
What Can New Survey Data Tell Us About Recent Changes in Income andDistributionof Poverty,
II WORLD BANK ECON. REV. 357, 357-82 (1997)).
52. Indeed, no country in history has "experienced long-term productivity growth without a
roughly equal rise in real wages." KRUGMAN, supra note 16, at 56.
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twentieth century, while the poorest quarter experienced less than a
threefold increase.53 Is this a cause for concern, or is greater income
inequality merely an unimportant side effect of economic growth? Are
there other measures of equality, such as living standards, that might
provide a more useful comparison? These questions will be answered in
turn.
A. Globalizationand Income Equality Within Countries
The available academic literature suggests that there is, at most, a weak
link between trade and inequality in the developed nations. 4 Although
trade between advanced and developing nations is growing rapidly, it still
constitutes a much smaller percentage of total spending than is commonly
presumed." As a result, the factor content of this trade (i.e., the skilled
labor "exported," in effect, by advanced countries embodied in skillintensive exports, and the unskilled labor "imported" in labor-intensive
imports) is only a small amount of the total supplies of skilled and
unskilled labor. Thus trade flows, at their current level, cannot have a very
large impact on income distribution. 6 This also appears to be true for
capital flows" and migration. 8
53. INT'L MONETARY FUND, supra note I.
54. Raymond Robertson, Trade Liberalism and Wage Inequality: Lessonsfrom the Mexican
Experience, 23 WORLD ECON. 827, 827 (2000).
55. In 1990, for example, the advanced industrial nations spent an average of only 1.2% of
GDP on imports of manufacturing goods from industrializing economies. KRUGMAN, supra note
16, at 55.
56. See id. at 161-63 (for an analysis of how NAFTA would affect the wages of U.S.
laborers). Krugman calculates that activity from NAFTA amounts to a roughly 0.1% change in U.S.
income. He also notes that although we would expect to see a small adverse impact on the wages
of U.S. workers, there is no evidence to demonstrate that this has occurred. Krugman and others
suggest that "none of the growth in wage inequality in the United States since 1979 is due to
international factors." Id. at 163; see alsoRobert Z. Lawrence & Matthew Slaughter, International
Trade and American Wages in the 1980s: Giant Sucking Sound or Small Hiccup?, in BROOKINGS
PAPERS ON ECONOMIC ACTIVITY: MICROECONOMICS 2,161 (Martin Neil Baily & Clifford Winston
eds., 1993); Lawrence F. Katz, Understanding Recent Changes in the Wage Structure, Winter
1992/93 NBER REPORTER 10.
57. See KRUGMAN, supra note 16, at 63. Krugman notes that the amount of foreign
investment is relatively small, and states that it does not greatly affect wages in advanced countries.
He calculates that capital flows to the Third World since 1990 could only have reduced real wages
in the advanced world by about 0.15%. Id.
58. See Obhof, supra note 16, at 168-75 (arguing that migration has little impact on the
wages or labor-market outcomes of natives); but see DANi RODRIK, HAS GLOBALIZATION GONE Too
FAR? 14 (1997) (citing George J. Borjas et al., On the Labor Market Effects of Immigration and
Trade, in IMMIGRATION AND THE WORK FORCE (George J. Borjas & Lawrence F. Katz eds., 1992)
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This is consistent with findings that trade between developed and
developing countries provides smaller benefits to the advanced countries
than to their Third World counterparts. Trade, particularly that between
developed and developing nations, makes up a relatively small percentage
of the economies of the larger, developed countries. What may be a huge
boon to Mexico's economy may be merely a drop in the bucket for the
United States. Similarly, what may cause greater inequality in Mexico may
have little noticeable effect in the United States.59 To the extent that
inequality has increased in developed countries, most available evidence
points to technological change, rather than trade with lower-wage
developing countries, as the primary cause." The contention that increased
openness is responsible for increased inequality in developed countries is
not merely unsubstantiated, but demonstrably false.
The evidence regarding globalization and its effect on income
inequality in smaller or developing countries is mixed. The most
globalized countries of the world boast greater equality than their "less
global counterparts - a counterpoint to the common argument that
developing countries are poor and unequal because of globalization."'"
Within some developing countries, however, inequality has increased over
the last twenty years even as incomes have grown for both the rich and the
poor.62 For example, Brazil, China, and Mexico all experienced increased
income inequality between 1980 and 1995.63
(arguing that 40% of the increased wage differential between high school dropouts and other
workers can be attributed to the factor content of immigration and trade flows)).
59. Burfisher et al., supra note 41, at 129 (expressing a similar sentiment by stating that the
effects of NAFTA on the U.S. economy are small and overwhelmed by other U.S. macroeconomic
trends, including growth).
60. Masson, supra note 33, at 11; see generally Matthew Slaughter & Phillip Swagel, The
Effect ofGlobalizationon Wages in the Advanced Economies, IMF Working Paper WP/97/43 (Apr.
1997); Paul R. Krugman, Technology, Trade, and Factor Prices, 50 J. INT'L ECON. 51 (2000).
61. Globalization's Last Hurrah?, FOREIGN POL'Y MAG., at www.foreignpolicy.com/
issuejanfeb 2002/globalindex.html (last visited Oct. 30, 2003). For comprehensive measures of
economic integration in developed countries and emerging markets worldwide, see A.T. Kearney,
Foreign Policy Magazine Globalization Index (2002). The "globalization index" tracks the
movements of goods and services by examining international and domestic price convergence; the
changing share of international trade in each country's economy; and movements of money through
foreign investment and portfolio capital flows. Id.
62. Masson, supra note 33, at 12.
63. Id. (citing Dollar & Kraay, supra note 50). One measure of inequality used by economists
is the "Gini coefficient." This coefficient is a number between zero and one that measures the
degree of inequality in the distribution of income in agiven society. The coefficient would register
zero inequality (0.0 = minimum inequality) for a society in which each member received exactly
the same income and it would register a coefficient of one (1.0 = maximum inequality) if one
member got all the income and the rest got nothing. Masson offers Gini coefficients for ten
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Is globalization responsible for these inequalities? Consider China,
which experienced a dramatic increase in income inequality between 1980
and 1998.64 Most of this increase was attributable to a growing gap
between urban and rural incomes. Regions that were more open to
international trade, however, experienced a decline in urban-rural
inequality over this period.65 It therefore seems unlikely that openness per
se was responsible for growing inequality within China. Income
distribution certainly does not appear to be systematically linked to
globalization measures such as trade and investment flows, tariff rates, and
the presence of capital controls.6 6 Rather, it is likely that shifts in inequality
stem from domestic education, taxes, and social policies.67
Cross-country studies also fail to support the contention that
globalization leads to greater within-country inequality. In fact, regression
analyses by economists Matthew Higgins and Jeffrey G. Williamson find
a negative correlation between inequality and openness.6 8 This suggests
that globalization leads to income convergence, albeit small, rather than
divergence. Other studies, using the traditional Hecksher-Ohlin framework,
have found that openness reduces inequality in land-abundant and capitalabundant countries.6 9 In short, the data indicates that openness decreases
inequality, and not the other way around. At worst, the effects of
globalization on within-country income inequality are ambiguous and, in
any event, are likely to be small.7°

countries, with available scores beginning in 1950 and ranging until 1998. Id. Brazil's Gini
coefficient rose from 0.578 in 1980 to 0.601 in 1998. Mexico's coefficient rose from 0.505 to 0.537
over the same period. China's grew significantly, from 0.288 to 0.403. Id.
64. Id. China's increase is the largest in both relative and absolute terms of all the countries
examined by Masson. Id.
65. Id. (citing Shang-Jin Wei & Yi Wu, Globalization and Inequality: Evidence from within
China (Nov. 2001) (unpublished mimeograph, on file with Georgetown University)).
66. See David Dollar & Aart Kraay, Spreadingthe Wealth, FOREIGN AFF., Feb. 2002, at 120.
67. Id.

68.

KEVIN

H. O'RouRKE, GLOBALIZATION

AND INEQUALITY: HISTORICAL TRENDS

29 (Nat'l

Bureau of Econ. Research, Working Paper No. 8339, June 2001) (citing MATTHEW HIGGINS &
JEFFREY G. WILLIAMSON, EXPLAINING INEQUALITY THE WORLD ROUND: COHORT SIZE, KUZNETS

CURVES, AND OPENNESS (Nat'l Bureau of Econ. Research, Working Paper No. 7224, July 1999)).
69. Id. at 30 (citing Antonio Spilimbergo et al., Income Distribution,FactorEndowments,
and Trade Openness, 59 J.DEV. ECON. 77 (1999)); but see Robert J. Barro, Inequalityand Growth
in a Panel of Countries, 5 J. ECON. GROWTH 5 (2000). Using regressions of trade share on
population, land area, and trade policy, Barro finds a small but positive correlation between
openness and inequality. The effects are relatively small, however, and it appears that any influence
that globalization does have on income distribution is likely to be insignificant. O'ROURKE, supra
note 68, at 30.
70. For a similar view, see O'ROURKE, supra note 68, at 30.
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B. Openness and Between-Country Inequality
Has globalization led to greater inequality between developed and
developing countries? That depends on how one interprets the question.
Data indicates that globalization may have decreased income inequality
between developed and globalizing developing countries. During the
1990s, per capita income grew faster in developing countries that were
open to international trade than in developed countries by a ratio of more
than two-to-one.71 Per capita income experienced little or no growth,
however, in countries that did not globalize. The income gap therefore
increased between non-globalizing, undeveloped countries and developed
countries. The difference in performance between globalizing and nonglobalizing countries accounts for the general lack of convergence between
rich and poor countries taken together.72
This pattern has been consistent over time. Consider, for example, the
experiences of globalizing countries from 1870-1913. Economists estimate
that mass migration and international capital flows were responsible for
between one-third and one-half of the income convergence between the
Scandinavian countries and Britain, and up to 88% of the convergence
between Scandinavian countries and the United States.7 3 The same factors
accounted for over two-thirds of the convergence of Ireland and Italy with
Britain, and nearly all of the convergence of Ireland and Italy with the
United States.74 Countries that did not become more open did not
converge. Iberia, for example, failed to import significant capital or to
otherwise become more global during the period. Its average income
gained no ground relative to that of its developed and more globalized
counterparts.75

71. Per capita income in the developing countries that were more open to international trade
grew an average of 5% per year in the 1990s. Masson, supra note 33, at 12. Developed countries
averaged 2.2% per year during the same period. Id. This pattern is even more striking when one
looks at the years 1993-1998. During that period, 14 developing countries converged rapidly
(defined as annual per capita income growth of 3.75% or more) toward industrial countries despite
major financial crises in Asia, Russia, and Latin America. INT'L MONETARY FUND, supra note 23,
at 116.
72. Masson, supra note 33, at 12-13.
73. O'ROURKE, supra note 68, at 26 (citing Alan M. Taylor & Jeffrey G. Williamson,
Convergence in the Age of Mass Migration, I EUR. REv. ECON. HIST. 348 (1997)). According to
O'Rourke, 70% of the total convergence experienced in the Atlantic economy during the period
1870-1913 is attributable to migration. Trade had an important effect on within-country
distribution, but little overall impact on between-country distribution. Id.
74. Id.
75. Id.

UNIVERSITY OF FLORIDA JOURNAL OF LAW& PUBLIC POLICY

[Vol. 15

While rising global prosperity has not benefitted all regions, and the
global distribution of income remains skewed, the picture is more
encouraging than many believe. "Less than 10 percent of the developing
world's population live in countries where average income declined [since
1970], while 70 percent live in countries where per capita income growth
exceeded that of industrial countries. 76 Indeed, the late twentieth century
was marked by convergence. Data shows that between-country inequality
has fallen since the mid-1970s or the early 1980s. 77 Both economic theory
and experience tell us that this decline will continue to be accelerated by
increased globalization.7 s
What factors explain the rising inequality between developed and nonglobalizing, undeveloped countries? In addition to different efficiencies
enjoyed by more open economies, one must look to superior technological
progress in wealthier countries. 79 Economic integration leads to a diffusion
of ideas across borders, and thus to greater innovation and production.8 °
Countries that do not globalize cannot reap the full benefits of
technological change and therefore limit their own growth relative to more
open economies. Increasing integration leads to greater growth. The
converse is also true: restrictions on integration stunt economic growth,
and with it, income levels. Protectionism therefore leads to long-term
inequality in low-income countries. Those who are concerned with
inequality should support increasing openness and other policies8 that
will
1
"help poor countries converge macroeconomically on the rich."

76. INT'L MONETARY FuND, supra note 23, at 116.
77. O'ROURKE, supra note 68, at 19; see also T. Paul Schultz, Inequality in the Distribution
of PersonalIncome in the World: How It is Changing and Why, 11 J. POPULATION ECON. 307
(1998) (finding that between-country inequality began falling in the mid-1970s); Andrea Boltho
& Gianni Toniolo, The Assessment: The Twentieth Century - Achievements, Failures,Lessons,
15 OXFORD REV. ECON. POL'Y I (1999) (finding that between-country inequality started falling in
1980).
78. O'ROURKE, supra note 68, at 34-35.
79. Id. at 33; Robert E. Lucas, Some Macroeconomicsfor the 21st Century, 14 J. ECON.
PERSP. 159, 159-68 (2000) (arguing that divergence may occur, even with globalization, because
of technological change).
80. This takes place not only through trade, but also through migration. See Obhof, supra
note 16, at 174-75 (arguing that employing foreign workers facilitates the transfer of knowledge,
and thus produces gains beyond what can be achieved by merely examining foreign business
practices).
81. O'ROURKE, supra note 68, at 19.
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C. Should We Care about Equality, or is Absolute Growth Sufficient?
It is clear that trade, capital and labor flows, and technology exchange
lead to a larger economic pie for all countries involved. 2 Although these
transactions typically have some distributional consequences, such
consequences are dwarfed by the net contribution to national income. 3
Higher growth rates in globalizing developing countries have translated
into higher incomes for the poor. Absolute poverty has declined
dramatically in countries such as China and Vietnam following market
reforms; millions of people are better off as a result.8 4 Even with its
increased inequality, "China has seen the most spectacular reduction of
poverty in world history - which was stipported by opening its economy
to foreign trade and investment." 5
This leaves some important questions. Does inequality matter most? If,
as both theory and empirical analyses suggest, globalization leads to
significant growth for all sectors of a society, should we even worry about
the effect on income distribution? The simple reality is that relative wages,
and even relative employment, are not as important as the changes in
absolute terms. If an unequal distribution gives everyone, even the worstoff person, a larger degree of wealth, does justice not require the unequal
distribution rather than a strictly equal one? Liberal theorists correctly
maintain that it does. 6 An unequal distribution of wealth is justified if it
is better for those at the bottom, because it is the best way to promote the
interests of the worst-off people in society.
One only needs to look to our southern neighbor to see this principle in
action. As noted above, 20 million Mexicans live on less than $2 per day.87
Does justice prevail if they are left in dire poverty in order to prevent
inequality from increasing? Of course not. The most important question is
what effect trade will have on the absolute status of the poor. If someone
lives on $1 per day, and someone else lives on $100, is it not better for the

82. See RODRIK, supra note 58, at 30 (stating that international trade allows specialization
according to comparative advantage, resulting in economic growth for the countries involved);
ROURKE, supra note 1,at 555 ("increased production and competition bring more, better, and
cheaper products that increase the standard of living for all").
83. RODRIK, supra note 58, at 30. It is estimated, for example, that the benefits of trade
liberalization are typically more than ten times the costs. Masson, supra note 33, at 9.
84. John W. Pitts, III, Inequality Is No Myth, FOREIGN AFF., Aug. 2002, at 178.

85. Dollar & Kraay, supra note 66, at 120.
86. See BALL & DAGGER, supra note 31, at 82-83 (discussing liberal conceptions of social
justice); see generally JOHN RAwLS, A THEORY OF JUSTICE (1971); JOHN RAwLS, POLITICAL
LIBERALISM (1993).

87. See Lustig, supra note 36 and accompanying text.
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poorer person to live on $5 and have the richer person live on $600? Is this
not objectively better for the poorer person than a more equal distribution
of $2 and $100, respectively? The relevant questions about globalization
should ask whether the poor can now afford more food, medicine, shelter,
and clothing. Perhaps in a perfect world, given perfect choices, income
equality would be paramount. In an imperfect world that presents only
limited choices, the most important thing that can be done for the poor of
the world is to ensure that they be given the means to support themselves
and procure basic necessities. There is no vehicle, other than economic
growth, that can achieve this result.
D. The Worldwide Convergence ofLiving Standards
Let us assume, despite the above discussion, that equality is important.
Incomes alone do not tell the whole story - the most important gains of
the twentieth century are in other areas. There have been, for example,
large changes in hours spent on market work and in mortality rates."8 These
factors are at least as important as income per se in measuring quality of
life. Income growth therefore may not be the best measure for the rate of
improvement in the economy of a country, and income inequality may not
be the best measure of inequality in living standards.8 9 In fact, income
measures systematically underestimate the importance of economic
growth.
It is both possible and desirable to measure non-income components of
well-being.9" Broad measures of welfare show that poor countries are
making considerable progress, and that the gap in living standards has
narrowed.9 If countries are compared using the U.N. Human Development
Indicators (HDI), which measures income as well as education and
longevity, the results are much different than if comparing incomes alone.92

88. Nicholas Crafts, GlobalizationandGrowth in The Twentieth Century 16, IMF Working
Paper WP/00/44 (Mar. 2000).
89. See id at 20 (arguing that economic growth as measured by historical national accounts
is not the best measure of the improvement of average living standards).
90. Id. at 16 (citing DAN USHER, THE MEASUREMENT OF ECONOMIC GROWTH (1980)).
91. See INT'L MONETARY FUND, supra note 1.
92. Id; Crafts, supra note 88, at 5-12. The HDI analysis uses three factors - education,
income, and longevity - to measure the distance traveled from minimum to maximum development
in a given time period. "The focus of HDI is on the escape from poverty." Id. at 6. Income affects
this primarily at low levels, but has diminishing returns once one crosses a threshold level. Life
expectancy and education are assumed to be central to the human capabilities but not necessarily
dependent on private income. Sri Lanka, for example, has quite positive social indicators, even
though it is a low-income country. Id.
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This offers a much fuller view of average living standards in the countries
examined.
The contrast between the long-term income gap and the long-term HDI
gap is striking. International HDI comparisons exhibit long run
convergence for all geographic areas. "All regions.., exhibit strong catchup of the leading countries after 1950.""9 Health measures, in particular,
have converged much more rapidly among countries than have average
incomes.94 Moreover, the diffusion of medical technology "has
unambiguously helped the poorest countries."95 Infant mortality rates
declined by 40-50 per thousand in developing countries from 1970-1999.96
Life expectancy has improved dramatically in many developing countries;
in China it has doubled since 1960, and in India it has risen by twenty
years.97 Education has also improved alongside economic growth, as many
countries have experienced large advances in literacy. 98 Furthermore, the
flow of goods, capital, and information has allowed poorer countries to use
modem technology in production and public services. 99
The inflation-adjusted income levels of today's poor countries are still
well below those of the leading countries in the nineteenth century. Judged
by their performance on the Human Development Index, however, the poor
countries of today are well ahead of where the leading countries were in
the nineteenth century.' 00 This difference stems mainly from medical
advances and improved living standards, which in turn have led to longer
life expectancy, even at very low income levels. Unlike income, this
pattern is also universal; for all developing countries for which an
estimated 1950 HDI measurement is possible, the HDI gap with advanced
countries fell both proportionately and in absolute terms between 1950 and
1995.101
The importance of these findings cannot be discounted. What, after all,
is the purpose of income if it is not to improve one's living standard, and

93. Crafts, supra note 88, at 11-12.
94. INT'L MONETARY FUND, supra note 23, at 12 1.
95. Masson, supra note 33, at 5.
96. Id. Infant mortality decreased by an average of thirteen per thousand in developed
countries over the same period. Id.
97. Id. In the United States life expectancy rose by seven years in the same period. Id.
98. For example, adult illiteracy rates have declined by 30% in China, Ghana, India, Korea,
and Mexico in the past 3 decades. Id. at 5-6.
99. Id. at 6.
100. INT'L MONETARY FUND, supra note 1.
101. Crafts, supra note 88, at 12. For example, the gap between the average HDI for Africa
and that of Western Europe and North America fell by more than one-third in the past 50 years. Id.
at6.
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by doing so, one's life expectancy? Income is a proxy used to estimate the
ability to purchase the other factors measured by the HDI analysis. It is
these factors, and not income itself, which are most important. Even if
income inequality is increasing, living standards in developing countries
are unambiguously rising and converging on those of their more developed
counterparts.
E. The [NonjEffects of Global Capitalismon Taxation and Government
Spending on Social Insurance
One of the most common assertions made by anti-globalists is that
multinational corporations are gaining economic power at the expense of
local governments, leaving those governments incapable of providing basic
social services. 0 2 "What is the result of global capitalism?" asks one antiglobalist.0 3 A world in which the economic well-being and physical safety
of people are determined by the strategies of financiers and
corporations?0 4 A world in which the primary function of government is
to attract investors?0 5 Not hardly. To the extent that globalization is
associated with increased inequality and volatility, it may justify
strengthening domestic safety nets and economic regulation.0 6 Contrary to
anti-globalist rhetoric, however, that is exactly what happens.
In a study for the Institute for International Economics, economist Dani
Rodrik examines the relationship between increasing globalization and the
abilities of governments to provide services. In contrast to the antiglobalist arguments, he finds a remarkably tight empirical association
between openness to trade and government consumption in a large cross
section of countries.'0 7 Rodrik posits that the importance of social
insurance, and hence the size and role of government, is proportional to the
amount of external risk present in a given economy.'0 8 It appears that
societies that expose themselves to greater amounts of external risk
(through international economic integration) also demand - and receive
more government-based protection from such risks. "[T]he social

102. For an extreme view of this assertion, see HERTZ, supranote 2, at I1 ("reducing the state
to its bare minimum and putting corporations at centre stage .. .unelected powers - big
corporations - are taking over governments' roles").
103. Id. at 34.
104. Id.
105. Id.
106. Masson, supra note 33, at 1;see generally id.
at 11-15 (discussing the need for policy
responses to inequality and volatility associated with increased globalization).
107. RODRIK, supra note 58, at 52-53.
108. Id. at 53, 65.
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welfare state," claims Rodrik, "is the flip side of the open economy!"' 9
Rodrik finds that this outcome has served globalizing countries well: world
integration has grown dramatically since the 1950s, without causing any
large dislocations or generating much opposition in advanced industrial
countries. "0
There is concern that increasing international trade will lead to greater
capital mobility, and large segments of a given tax base of a country will
therefore become footloose and effectively nontaxable."' This would
diminish the abilities of governments to fund social insurance programs,
and leave them with the unappetizing option of increasing tax rates on
labor income while external risk is increasing. Rodrik asks whether
"embedded liberalism . . . the social compact on which postwar
international liberalization has hinged," can be sustained under an
international regime of increasing economic globalization." 2 He believes
it can, but recommends sweeping policy changes. Rodrik suggests, for
example, the taxation of footloose factors at the global level, with revenue
sharing among countries." 3
Are such measures even necessary? Data confirms that although capital
14
tax rates have declined in developed countries since the early 1980s,
capital tax revenues have remained stable." 5 Capital market integration
effects depend heavily on political institutions that tend to increase social
transfers in democratic countries. The main impact of globalization has
thus been a modification of the tax structure, rather than a restructuring of
social service policy." 6
There are further concerns that competition between countries will
force them to cut taxation (and thus social spending) in order to attract
investors and other business interests. Is there, as some critics have
claimed, an international "race to the bottom" that will eventually damage
the abilities of governments to provide basic social services?" 7 This does

109. Id. at 53.
110. Id. at65.
111. Id. at73.
112. RODRIK, supra note 58, at 67.
113. See id. at 73.
114. Crafts, supra note 88, at 51 (citing G.G. Schulze & H.W. Ursprung, Globalisation ofthe
Economy and the Nation State, 22 WORLD ECON. 295, 295-352 (1999)).
115. Id.
116. See also id. (stating that globalization has transformed the tax structure rather than
retrenching the welfare state).
117. See, e.g., id.at 49 (stating that there is concern that greatly increased capital mobility will
lead to tax competition, which mayjeopardize social insurance programs just as economies increase
their exposure to external risk).
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not appear to be the case. Many of the highest levels of taxation are found
in countries that are highly globalized. " "Israel and the Czech Republic,
for example, rank among the most global of emerging markets, yet collect
taxes totaling more than 40 percent of national economic output.""' 9
Similarly, spending levels among countries vary greatly. Scandinavian
countries are among the most globalized, yet they "boast levels of social
spending that are among the most generous in the world - all supported
by relatively high tax rates."' 2 ° There is, in fact, scarce evidence that high
tax rates drive away investors. The most globalized countries have
attracted record levels of foreign investment in recent years, despite high
levels of taxation and social spending.121 It appears that most corporations
and investors are more concerned with available infrastructure, political
stability, and education than with taxation.
To the extent that competition does exist for international investment,
such competition should push governments to reduce direct taxes and raise
expenditures that encourage private capital formation. 122 Since direct
taxation is distortionary and has a negative effect on growth, such
competition might actually push governments toward a more pro-growth
stance. Given the positive effects of growth discussed above, this process
should probably be encouraged rather than criticized.
IV. THE "EXTERNALITIES" OF FREEDOM AND WORLD PEACE?

In the study of economics there is often discussion of externalities. The
word "externality" typically refers to an action by producers or consumers
23
that affects others, but has not been accounted for in the product price.
In the context of international economics, we can say that extra output that
is not reflected in peoples' economic incentives is a positive externality.' 24
There are a number of benefits from openness and integration which are
not as easily measured as GDP but are nonetheless direct consequences of
economic policy. Globalization is negatively correlated with political
corruption. 12 Contrary to popular belief, globalization may actually

118.
119.
120.
121.
122.

Globalization'sLast Hurrah,supra note 61.
Id.
Id.
Id.
Crafts, supra note 88, at 51.

123. PINDYCK & RUBINFELD, supra note 11, at 296.
124. KRUGMAN & OBSTFELD, supra note 9, at 280.

125. Transparency International's survey ofperceived corruption suggests that public officials
in the most global countries are less corrupt than their counterparts in closed economies.

WHY GLOBALIZATION? A LOOK ATGLOBAL CAPITALISM AND ITS EFFECS

improve the environment126 and worker safety regulations.' 27 Most
importantly, however, greater economic openness leads to greater political
freedoms and human rights, and helps to prevent interstate and intrastate
conflicts.
A. The Effect of Globalizationof Politicaland Civil Rights
One attempt to measure political freedom is offered by the annual
Freedom House survey of civil liberties and political rights. 2 ' This survey
includes comprehensive information on 192 countries and 17 disputed
territories. It measures political rights according to a citizen's ability to
participate in the political process, including the rights of an individual to
vote and compete for public office, as well the ability of elected
representatives to determine public policies. Civil liberties include the
freedom to develop views, institutions, and personal autonomy apart from
the state. Open countries tend to score well on the Freedom House survey;
with very few exceptions, countries that are highly globalized enjoy greater
political freedom than those that are not. 129 Indeed, noting the link between
Globalization'sLast Hurrah,supranote 61. In the long run, a competitive, market-based economy
offers less scope for corruption then a centrally planned one, if only for the fact that it reduces the
opportunities for official rent seeking. It is worth mentioning, however, that this pattern does not
always occur. In the short run liberalization may actually increase corruption because the
deregulation of state-run activities greatly expands the opportunities for misconduct. Government
officials in charge of privatizing publicly owned assets often acquire them for their families and
friends or sell them at low prices for bribes. See Lawrence Kaplan, Why Trade Won't Bring
Democracy to China, NEW REPUBLIC, July 9, 2001, at 23 (examining such problems in China).
126. See Jim Chen, Globalization andIts Losers, 9 MINN. J. GLOBAL TRADE 157, 184 (2000)
(arguing that neither globalization nor the economic growth it has spurred are responsible for
environmental degradation); see alsoRachel Swains, LinkingPovertyA idto the Environment,N.Y.
TIMEs, Aug. 26, 2002, at A9 (discussing the link between poverty and environmental degradation,
and noting that leaders of developing countries fear that they cannot protect their natural resources
unless they can strengthen their economies).
127. See, e.g., Michael J. Piore, Rethinking International Labor Standards (Nov. 30, 2001)
(unpublished manuscript, on file with author). Piore argues that in some contexts, economic
efficiency and increasing human/workers' rights are complementary. For example, when discussing
the shops of Cuidad Hidalgo, Mexico, Piore notes that "[m]ost of the changes.., recommended
to improve efficiency would clearly have improved health and safety as well .... Id. at 2-3.
128. See Adrian Karatnycky, The 2000-2001 Freedom House Survey of Freedom, available
at www.freedomhouse.org/research/freeworld/200 1/essayl .htm (last visited Nov. 18, 2003).
129. Globalization' Last Hurrah,supranote 61. The Freedom House survey also shows that
higher levels of political freedom and civil rights tend to correlate with higher levels of economic
prosperity. Thus, the countries labeled "most free" by the survey also have a median per capita GDP
of $20,847. "Partly free" countries have a median per capita GDP ranging from $2006 - $3194.
Countries with severe human rights abuses average only $1398. This admittedly begs the issue of
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freedoms and capitalism, the most recent survey finds that "efforts to help
strengthen property rights, market systems, and the rule of law should be
part of the effort to assist less-developed countries."' 30 Other studies have
found a positive correlation between the presence of multinational
corporations and the levels of civil and political rights in developing
countries. 3
These results should come as no surprise. Although globalization per
se need not expand freedoms, increasing economic liberalization almost
certainly does. It has long been known that one of the greatest benefits of
a capitalist system is its tendency to diffuse power among individual
decision makers, allowing for greater individual autonomy than any other
system. Under the invisible hand of the market, individual decision-making
replaces centralized authority as the guiding force of society; the result of
a market economy is more autonomy for individuals, and hence more
freedom. This occurs almost out of logical necessity: capitalism takes
power away from the masses, in the form of the state or some other
authority, and disperses it among individuals.
Freedom of action in the economic sphere underpins political and civil
freedom. 32 As F.A. Hayek stated in 1944, "political feeling is meaningless
without economic freedom," because economic freedom is the prerequisite
for any other freedom.' 33 Economic freedom allows us to choose how we
spend our time, what we do with the resources we earn, and indeed, how
we spend our lives. In a capitalist system, individuals answer these
questions for themselves. In any other system, individuals face coercion
from others. The fundamental threat to freedom is the power to coerce;
political freedom can therefore be defined as the absence of coercion. 4
Removing the organization of economic activity from the control of
political authority eliminates the source of coercive power. 3 ' Market
forces tend to eliminate the concentration of power and disperse whatever

causation, but it seems that openness would lead to greater freedoms by promoting economic
growth. See id.
130. Karatnycky, supra note 128.
131. Rhoda E. Howard, CapitalismandHuman Rights, 5 BUFF. HuM. RTS. L. REV. 283, 284
(1999); see generally WILLIAM H. MEYER, HUMAN RIGHTS AND INTERNATIONAL POLITICAL
ECONOMY IN THIRD WORLD NATIONS (1998).

132. See also Howard, supra note 131, at 286 (quoting G.B. MADISON, THE POLITICAL
ECONOMY OF CIVIL SOCIETY AND HUMAN RIGHTS

174 (1998)) (stating that the core right is

"freedom of action in the economic sphere").
133. F.A. HAYEK, THE ROAD TO SERFDOM 100 (1944).
134. MILTON FRIEDMAN, CAPITALISM AND FREEDOM 15 (1962).

135. Id.
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power cannot be eliminated.'36 Hence economic freedom is a check on
political power. Capitalism may not be a sufficient condition for freedom,
but it is a necessary one.
Market economies also offer incentives for treating others well.
Capitalism is itself an ethical economic arrangement - it is generally in
the long-term interests of people in a market economy to act ethically.'37
There are always unfortunate exceptions, but most capitalists will find it
beneficial "to act with restraint and in a way which best serves the interests
of their clients or customers."' 38 This system promotes values such as
entrepreneurship, tolerance, and willingness to compromise, which are
necessary to anyone wanting to make money in a free economy.'39
In addition to increasing political freedoms, globalization has a positive
effect on human rights. This occurs for two basic reasons. First, growing
economic interdependence makes countries more subject to the moral
imperatives of others. Many advanced nations, or substantial numbers of
people therein, have made human rights a priority. There are now
influential people (with loud voices, holding the purse strings to foreign aid
and investment) that stand against human rights abuses, however they are
defined. Even some corporations advance human rights by refusing to
follow the repressive traditions of host countries. Many Western
corporations, for example, hire and promote women and ethnic minorities
in countries where domestic employers will not. To continue with the
theme of economic externalities, however, it is important to understand the
effect of economic freedom on human rights abuses.
At least one theory of human rights focuses on individual agency - the
ability of each individual to engage in autonomous actions that do not harm
other human beings. 4 ° "Human rights," argues Michael Ignatieff, "is the
language of individual empowerment.., when individuals have agency,
they can protect themselves from injustice ... [and] they can define for

136. Id.
137. MADISON, supra note 132, at 98; see also Howard, supra note 131, at 286.
138. MADISON, supra note 132, at 114.

139. Howard, supra note 131, at 286.
140. See generally MICHAEL IGNATIEFF, HUMAN RIGHTS AS POLITICS AND IDOLATRY (Amy

Gutmann ed., 2001) (proposing the theory that individual agency is the core of any human rights
regime).
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themselves what they wish to live and die for."'' This view of human
rights finds abuses where individual agency is denied.'42
As noted above, economic liberalization increases individual autonomy
by dispersing the coercive power of others.'43 While markets cannot
guarantee that members of a society will be free, they order and diffuse
power in such a way as to make its abuse more difficult and more unlikely.
To paraphrase Milton Friedman: the wider the range of activities covered
by the market, the fewer the issues on which agreement of another is
required, and the fewer the opportunities for coercion or a violation of
autonomy.'44 For all practical purposes, it does not matter if the
stereotypical Western capitalist shares the goals of the human rights
movement (although many invariably do, and some invariably do not). If
agency is considered central to the definition of human rights, then the
globalization of markets must be seen as an agent of human rights.
B. Does Global Capitalism "Buy" Peace?
Perhaps the strongest argument in favor of global capitalism is based
on another "externality": conflict prevention. Many have speculated that
international investment may inhibit conflict by promoting economic
growth and interdependence.' 45 Conflict becomes relatively less attractive
as a country reaches higher levels of economic development. As one

141. Id. at 57. Ignatieff argues that this view is represented in the U.N. Universal Declaration
on Human Rights. He characterizes the Declaration as an effort by the international community "to
restore agency, to give individuals the courage to stand up to the state." Id. at 5 (emphasis in
original); see generallyUniversal Declaration of Human Rights, G.A. Res. 217A (III), U.N. Doc
A/810 at 71 (1948).
142. Although under this view all human rights abuses would deny agency, this does not mean
that all denials of agency amount to human rights abuses. For example, a law against purchasing
bubble gum, while limiting one's autonomy to commit the act, would not violate the principles that
we typically associate with human rights dialogue.
143. It is important to note, however, that trade liberalization and free markets do not
necessarily translate into greater political freedoms. Consider the example of Singapore. By any
objective standard, Singapore has one of the most globalized and liberalized economies in the
world. See A.T. KERNEY & FOREIGN POLICY MAGAZINE, supra note 61 (ranking Singapore as the
world's third most globalized economy). Nonetheless, the government employs strict civil
defamation laws, curbs on civil liberties, and various forms of censorship over the media and the
arts. See FREEDOM HouSE, FREEDOM INTHE WORLD 2003, availableat http://www.freedomhouse.
org/research/freeworld/2003/countryratings/singapore.htm (last visited Dec. 22, 2003). Singapore
and other examples suggest that while a market economy is a necessary condition to freedom, it is
not a sufficient condition.
144. See FRIEDMAN, supra note 134, at 24 ("The wider the range of activities covered by the
market, the fewer are the issues on which explicitly political decisions are required .....
145. See, e.g., ROURKE, supra note 1, at 500.
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scholar put it, "[F]ree trade makes nations too busy and too rich to
fight."' 46 Increasing economic interdependence compounds this effect.
Indeed, the more a country's economy depends on foreign trade or
investment, the more self-damaging it is to engage in aggression.' 47
This idea is certainly not new. As Montesquieu penned in 1752: "Peace
is the natural effect of trade. Two nations who traffic with each other
become reciprocally dependent... and thus their union is founded on their
mutual necessities."14' The wisdom of Montesquieu's statement has
become even more apparent in recent years. As the now-famous "Golden
Arches Theory of Conflict Prevention" by Thomas Friedman makes clear,
there is a point at which the desire of a country for trade and investment
restricts the capacity for war-making by its leadership. 4 9 Economic
integration places strong constraints on countries "plugged into the
system": investors may withdraw billions of dollars, not merely retarding
economic growth, but in some cases dispatching it altogether. Any chance
of a conflict is inhibited by the direct investments that natives have in
foreign countries, and the investments that foreigners have in the home
country. 5 0
Perhaps the simplicity of this argument makes it easy to dismiss. Its
importance is not lost, however, on world leaders. In 1996, as the first fully
democratic elections of Taiwan were approaching, columnist Thomas
Friedman travelled Beijing to observe the growing tensions between China
and Taiwan. China was threatening to invade if Taiwan sought total
independence from the mainland. When Friedman interviewed a senior
economist from the Chinese Academy of Sciences, he asked if China could
in fact afford to attack Taiwan. The economist answered, "No - it would
stop investment in China, stop growth, stop our last chance to catch up
with the rest of the world."'' With 20% of its total annual investment
146. Jim Chen, Pax Mercatoria:Globalizationas a Second Chance at "PeaceforOur Time,"
24 FORDHAM INT'L L.J. 217, 225 (2000).
147. ROURKE, supra note 1,at 500.
148. BARON DE MONTESQUrTEU, THE SPIRIT OF LAWS 316 (Frederic R. Coudert ed., Thomas

Nugent trans., D. Appleton & Co. 6th ed. 1900) (1752).
149. FRIEDMAN, supranote 1,at 196. Friedman's "Golden Arches" theory is so named because
until NATO forces bombed parts of the former Yugoslavia in 1999, no two countries with a
McDonald's restaurant had ever waged war with each other. Obviously, the causal effect here has
nothing to do with the presence of McDonald's per se, but it does hint at the relationship between
economic growth and a country's desire to engage in conflict. Perhaps, as Friedman suggests,
"[Wihen a country reaches the level of economic development where it has a middle class big
enough to support a McDonald's network.. .people ...don't like to fight wars anymore, they
prefer to wait in line for burgers." Id.
150. ROURKE, supra note 1,at 500.
151. FRIEDMAN, supra note 1, at 202.

UNIVERSITY OFFLORIDA JOURNAL OF LAW& PUBLIC POLICY

[Vol. 15

coming from foreign sources, and exports to America making up 40% of
the total exports of China, the Chinese economy simply could not
withstand the shock that a war would cause. The economist was admitting
"that China could not attack Taiwan without devastating its own
economy."' 52 The rest, as they say, is history. Tensions continue, but the
Chinese government, eager for growth and aware of the consequences of
its actions, remains in check.
Increasingly, the general public is coming to recognize the importance
of foreign investment as well. In February 1995, for example, the Canadian
media gave more coverage to a visit from the Moody Investors Service
than a visit from President Clinton. 153 Canadians appeared more concerned
about the country's credit rating and the interest rates at which it could
borrow abroad than with the presence of foreign leaders. Such widespread
awareness has its own effect: the more people understand the benefits of
integration, the less likely they are to support policies aimed toward
military or economic conflict. It appears that the invisible hand of the
marketplace is quickly becoming the invisible hand of foreign policy as
well.
As legal scholar Jim Chen has noted, the WTO, IMF, and World Bank
were designed to prevent conflict, 154 and they remain relatively effective
in this role. 55
' Monetary stability and infrastructure construction have been
two important factors in peacekeeping. Economic instability increases
tensions between the rich and the poor, both within and among different
nations.'56 The IMF and World Bank, however, have used crisis-defusing
multibillion-dollar rescue packages to prevent isolated economic woes

152. Id.
153. Id. at91-92.
154. Indeed, the three institutions founded at the Bretton Woods summit in 1944- the IMF,
the World Bank, and GATT - received a "mandate to keep the peace." Chen, supra note 146, at
225. See General Agreement on Tariffs and Trade, Oct. 30, 1947, 61 Stat. A-I l, T.I.A.S. 1700, 55
U.N.T.S. 194; Articles of Agreement of the International Monetary Fund, July 22, 1994, entered
into force Dec. 27, 1945, T.I.A.S. No. 1501, 2 U.N.T.S. 39; Articles of Agreement of the
International Bank for Reconstruction and Development, openedfor signature Dec. 27, 1945, 60
Stat. 1440, T.I.A.S. No. 1502, 2 U.N.T.S. 134.
155. Chen, supra note 146, at 225; but see Stiglitz, supra note 1,at 39-40 (suggesting that
recent IMF policies toward Ethiopia exacerbated that country's political problems and help cause
armed conflict).
156. Two obvious examples of such crises are pre-World War II Germany and Japan. The
hyperinflation of the German economy in the 1920s corroded the "middle class virtue" that
ordinarily protects society from extremist politics. The protracted worldwide depression energized
extremists in both countries. Chen, supra note 146, at 228; see generally D.N. McCloskey,
Bourgeois Virtue, 63 AM. SCHOLAR 177 (1994).
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from growing into global crises.' The Weimar-style hyperinflations that
give stimulus to extremists have all but disappeared from the developed
world. "'
There is a strong impetus for using international economic development
as a tool of conflict prevention. The U.N. Secretary General, for example,
has cautioned that "peacekeeping operations should not be used as a
substitute for addressing the root causes of conflict. Those causes should
be addressed ... with political, social and developmental instruments."" 9
Such development has a stabilizing effect on the public, and helps prevent
the state failures that are so often the precursor to armed conflict. 60 The
private sector and nongovernmental organizations such as the IMF and
World Bank have created employment and other economic opportunities
that have nurtured and sustained fragile peace arrangements.' 6 ' Over the
long term, such growth and investment "salve[s] the sources of conflict."' 62
The IMF and World Bank should expand their relations with a wide variety
expanded
of other organizations, including private firms, to further their
63
prevention.
conflict
and
reconstruction
role in post-conflict
The importance of free trade as a foreign policy tool should not be
understated. Consider the example of NAFTA, which has served the U.S.
foreign policy establishment rather well. As economist Paul R. Krugman
has noted, "Mexico's government needs NAFTA, and the United States
has a strong interest in helping that government.' ' 164 In the 1990s, the
market-oriented reformers of Mexico broke with a long tradition of antiAmerican rhetoric. Krugman highlights the pre-NAFTA situation: "Not
that long ago U.S. intelligence analysts worried that a Mexico hammered
by the debt crises and plunging oil prices might become a radicalized
national security nightmare."' 16' Instead, Mexican GDP grew an average of
5.4% from 1996 to 2000,166 and integration helped ameliorate the effect of

157. Michael M. Phillips, IMFActs to Contain an Investor Exodus, WALL ST. J., Dec. 7,2001,
at A21.
158. Chen, supra note 146, at 228.
159. Report of the Secretary General on the Implementation of the Report of the [Brahimi]
Panel on U.N. Peace Operations, U.N. Doc. A/55/502, 7(i) (Oct. 20, 2000) (emphasis added).
160. See also Ruth Wedgewood et al., Peace Building: The PrivateSector's Role, 95 AM. J.
INT'LL. 102, 106 (2001).

Id. at 103.
162. Id.
163. See generally JOHN STREM1AU & FRANCISCO SAGASTI, PREVENTING DEADLY CONFLICT:
DOES THE WORLD BANK HAVE A ROLE? (1998).
164. KRUGMAN, supra note 16, at 163.
165. Id.
166. Lustig, supra note 36, at 85.
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the peso crisis on capital floWS.167 In the post-NAFTA world, Mexico has
become what Krugman calls "a State Department dream come true.' 68
Imagine if, instead of entering the trade agreement, the U.S.
government had allowed fears of globalization to cause it to ignore the
interests of our southern neighbor. Aside from the instability of the
Mexican economy, consider the effect of modem communications, which
have heightened the sense of relative deprivation. Seeing the relative
prosperity of another society and knowing that there are alternatives to
your own impoverished condition can cause frustration and lead to
resentment and violence. 169 Indeed, many believe that the poor are
becoming increasingly hostile toward the wealthy. 7 ' In such an
atmosphere, agreements like NAFTA, which provide even greater benefits
to developing countries than to their wealthier counterparts, serve a vital
role in promoting peace.
Many in the anti-globalization camp have focused their efforts on rising
tensions within, rather than between, countries. They argue that the rich
and the poor are drifting farther apart, and that violence between classes of
people within the same country is increasing. Noting that economic groups
often tend to break down along ethnic lines, some have even postulated
that the spread of free-market democracy fosters "ethnoeconomic
resentment" to the point of conflagration.' 7 ' On their collective face, these
arguments appear to have some merit. Intrastate war is now the
167. Burfisher et al., supra note 41, at 132-34, 142.
168. KRUGMAN, supra note 16, at 163.
169. ROURKE, supra note 1,at 553-54.
170. Amy L. Chua, Markets, Democracy,andEthnicity: Towarda NewParadigmforLaw and
Development, 108 YALE L.J. 1, 5-6 (1998) (stating that "in the developing world, democracy
characteristically pits a politically powerful but impoverished 'indigenous' majority against an
economically dominant ethnic minority"); see generally AMY CHUA, WORLD ON FIRE: How
EXPORTING FREE MARKET DEMOCRACY BREEDS ETHNIC HATRED AND GLOBAL INSTABILITY (2003)
[hereinafter CHUA,WORLD ON FIRE] (discussing incidents of backlash against "market-dominant
minorities," that is, ethnic minority groups who control a disproportionate amount of wealth or
political power).
171. CHUA, WORLD ON FIRE,supra note 170, at 3 7. Chua hypothesizes that in many countries,
ethnic minorities tend under market conditions to economically dominate the indigenous majorities
around them. According to Chua, this leads to political and social backlash against such marketdominant minorities, resulting in race-based crimes, ethnic tensions, and even civil wars. See
generally id.; but see Paul Collier & Anke Hoeffler, Greed and Grievance in Civil War, World
Bank Research Paper (2001), availableat http://econ.worldbank.org/files/l 2205_greedgrievance_
23oct.pdf (last visited Dec. 21, 2003) (stating that there is no correlation between inequality and
civil war); Globalization's Last Hurrah, supra note 61 (stating that the world's most global
countries boast greater income equality than their less global counterparts, and that globalization
is not responsible for inequality); O'ROuRJE, supra note 68, at 18 (stating that inequality within
nations has experienced a long-term decline, including dramatic decreases in the twentieth century).
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predominant form of armed conflict.' 72 In the last decade, civil wars "have
scarred the world's poorest countries, leaving a legacy of more than five
million dead, many more driven from their homes, billions of dollars in
resources destroyed, and wasted economic opportunity."' 73
Is the spread of global capitalism responsible for these atrocities? The
answer is likely no. Such analyses often overlook more obvious sources of
backlash: elite behavior, corruption, and latent ethnic, nationalist, and
' They also ignore historical and economic realities. As
religious tensions. 74
discussed above, there is no correlation between globalization and
increased inequality within countries - in fact, the opposite is true.
Furthermore, the risk factors most closely correlated with civil war include
the share of GDP coming from the export of primary commodities,
geography, recent conflicts, economic opportunities, and ethnic and
religious composition.'75 Since the end of the Cold War, conflict has been
concentrated in countries with little education and economic decline. 76
Intrastate conflict is systematically related to low national income'.. and
' Unequal societies
a lack ofeconomic opportunities, 7 but not inequality. 79
are simply not more prone to conflict than more egalitarian ones.
Given the importance of economic opportunity in preventing conflict,
and the unequivocally positive results of increased trade and foreign
investment, it seems that global capitalism is a potential cure, rather than
a cause, of internal conflict. In fact, internal pressures appear to be greater

172. Wedgewood et al., supra note 160, at 102.
173. Id.
174. Some have even argued that such factors make foreign aid useless. See Michael Radu, The
Third World: Proceed With Caution, THE WORLD & I, Jan. 1990, at 138-39. Radu contends that
"for various reasons, mostly but not exclusively having to do with their political culture, elite
behavior, and social traditions... [Third World countries] are condemned (or have condemned
themselves) to perpetual or long-term backwardness." Id.He maintains that nationalist/ethnic
conflict, elite corruption, and other causes are mostly responsible for the plight of developing
nations, and until a country can overcome these roadblocks "no amount of aid can help nonviable
states or those with irresponsible entrenched elites." Id.
175. Collier & Hoeffler, supra note 171, at 16-17.
176. See Paul Collier, Economic Causes of Civil Conflict and Their Implicationsfor Policy,
in MANAGING GLOBAL CHAOS (Chester A. Crocker et al. eds, 2002), available at
http://www.worldbank.org/research/conflict/papers/civilconflict.pdf (last visited Nov. 18, 2003).
177. Id.Paul Collier and Anke Hoeffler have used logic and regression analysis to measure
the relationships between various factors and the presence of civil war during the period 1965-1999.
Their sample includes information on 78 civil conflicts and 161 countries. The most important risk
factors covered include the share of GDP coming from the export of primary commodities,
geography, recent conflicts, economic opportunities, and ethnic and religious composition. Id
178. Collier & Hoeffler, supra note 171, at 16-17.
179. See Collier, supra note 176.
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in countries that have not become more globalized in recent years.
Whatever the merits of this latter claim, though, the assertion that
globalization has increased internal conflict is simply not supported by the
facts.
V. IMPLICATIONS FOR POLICY

Economic theory and real-world experience indicate that the economic
impact of globalization is quite positive. Increasing economic integration
has led to increased incomes and improved living standards for most
countries, and has been particularly beneficial for the poor of the world. In
globalizing countries, capitalism has tended to diffuse economic power,
thereby increasing political and civil freedoms. Finally, the economic
growth and increasing interdependence that result from global capitalism
appear to have increased stability and peace. These findings suggest that
most countries should move toward more open economies. This is
particularly important for developing countries; indeed, greater integration
is the surest and quickest way for developing countries to converge
macroeconomically on world leaders.
Perhaps the most important lesson to be gained from this Article is that
long-term effects can rarely be summed up in a catch phrase, and there are
often no easy solutions to difficult problems. Some of the problems
pointed out by anti-globalists would in fact be worsened without economic
globalization. Many efforts aimed at protecting low-wage foreign workers,
for example, would stifle the market forces necessary to pull them out of
poverty.
Consider a typical example, borrowed from a discussion by economists
Paul R. Krugman and Maurice Obstfeld 8 ° In July 1995, columnist Bob
Herbert contrasted the $2 million income of the CEO of The Gap with the
$.56 per hour paid to the Central American workers who produce its
merchandise.' 8 ' Herbert was highly critical of free trade agreements, which
he referred to as "scandals." Like many who are critical of globalization,
Herbert offered no solutions, just criticisms. He never even attempted to
answer the most basic questions: What should be done instead? What
better system does he have to offer? He offered no method for finding jobs

180. See KRUGMAN & OBSTFELD, supra note 9, at 26. Krugman and Obstfeld use this
discussion to dispel the "myth" that "trade exploits a country and makes it worse off if its workers
receive much lower wages than workers in other nations." Id.
181. Id.(citing Bob Herbert, Editorial, Sweatshop Beneficiaries: How to Get Rich on 56 Cents
an Hour, N.Y. TIMES, July 24, 1995, at A13).
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for the workers, should The Gap be forced to raise its wages (which would
decrease overall employment). Consider the situation that these workers
would be in without their current jobs. Sadly, they do not have many
alternatives. Artificially high wages (meaning wages above the competitive
market rate) would deprive corporations of the gains made by employing
foreign workers. 8 2 The workers would then be put into more dire straits or be forced to work under even
they would either become unemployed
83
worse conditions somewhere else. 1
The solutions to the problems facing undeveloped countries are rarely
so simple as demanding a fair wage. Higher wages themselves would
remove the primary source of comparative advantage for developing
countries. "' As Kaushik Basu has argued, "for [even] a child to work is not
the worst thing that can happen. So when we stop child labor, there must
be reason to believe that this will not make children worse off, for instance,
by causing starvation or bodily harm."'8 5 Countries trade on the basis of the
relative advantages, and for some countries the advantage comes from
To level these out would invariably hurt workers in the Third
cheap labor.
81 6
World.
We cannot turn a blind eye to economic realities. Increasing economic
integration leads to greater growth, and greater growth leads to higher
incomes and better living standards. We cannot reverse the predicament of
the world's poorest by withholding from them the advantages of
technology and the efficiencies of international trade and exchange. 8 7 To
do so is to ignore "the wealth maximizing magic of free markets, and

182. RODRIK, supra note 58, at 76-77.
183. We can rationally presume that because workers have chosen to work in these jobs, the
jobs are probably more desirable (i.e., pay higher wages or have better working conditions) than
their other options. At worst, one would expect the current employment to be at least as good as any
other option available to any given worker. Studies have found, in fact, that low-paying jobs for
multinational corporations are generally better for foreign workers than their other available
options. See, e.g., Eugene B. Mihaly, Multinational Companies and Wages in Low-Income
Countries,3 J. SMALL& EMERGING Bus. L. 1 (1999) (arguing that workers in developing countries
generally benefit by work shifted there by domestic corporation such as Nike).
184. See KRUGMAN, supranote 16, at 59 (stating that if low-wage countries did not have lower

unit labor costs than high wage countries in their export industries, they could not export).
185. Kaushik Basu, Child Labor: Cause, Consequence, and Cure, with Remarks on
InternationalLaborStandards,37 J. ECON. LITERATURE 1083, 1093 (1999) (citing Sarah Bachman,
Children at Work, SAN JOSE MERCURY NEWS, Aug. 16, 1995, at 3 (stating that attempts to bar
children from working in manufacturing in Bangladesh have resulted in them becoming

prostitutes)).
186. Id. at 1112; see also KRUGMAN & OBSTFELD, supra note 9, at 26 ("[T]o condemn them
the opportunity to export and trade might well be to condemn them to even deeper poverty.").
187. See Amartya Sen, How to Judge Globalism, AM. PROSPECT, Winter 2002, at A2.
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Ricardian trade advantage, and the dynamics of economic development in
developing nations." '
Rather than hamper the ability of the poor to improve their condition,
we should foster investment, teach more efficient methods of production,
share technology, and allow freer trade and factor movements in order to
promote economic growth. Growth itself will decrease the long-term
incidence of child labor and other forms of exploitation. When the
economy grows, wages increase, and families are able to survive without
a child working (or perhaps, in the absence of child labor, without adults
working under very harsh conditions). In China, for example, a rapid
decline in child labor between 1980 and 1990 coincided with a period of
rapid income growth. 89
Protectionist measures should be abandoned by advanced and
developing nations alike. Even where such policies are well-intentioned,
they rely on economic fallacies and actually harm those in need rather than
help them. The benefits to protected industries come at the expense of
consumers, many of whom are poor themselves. The alleged benefits of
protectionism ultimately prove to be a transfer of income from consumers
to people in protected industries, and nothing more.' 90
Protectionism invariably leads to dead weight losses, and prevents the
economic growth that would result from greater liberalization. Much
needed wealth is therefore never even created. Those who support such
policies are ignoring the first basic rule of economics: "economics consists
in looking not merely at the immediate but at the longer effects of any act
or policy; it consists in tracing the consequences of that policy not merely
for one group but for all groups."' 9' Tariffs and quotas are poor policy even
in theory. In the real world, where hundreds of millions of people cannot
afford even basic necessities, they are simply unacceptable.
Most countries would be well served by a removal of tariffs and other
restrictionist policies. Ideally, countries would work to adopt reciprocal
agreements. In the absence of cooperation, however, even unilateral
removal of trade, investment, and migration barriers would benefit people
in all countries. Refusal to do so is often based solely on the fallacy that

188. Henry H. Drummonds, TransnationalSmall and EmergingBusiness in a World ofNikes
and Microsofts, 4 J. SMALL & EMERGING BuS. L. 249, 252-53 (2000).
189. Basu, supra note 185, at 1086-87.
190. Even economists who find benefits from these policies are cautious about using them. See
Robertson, supra note 54, at 845-46 (approving of Mexican tariffs aimed at protecting less-skill
intensive industries, but concluding that even his own findings do not justify a return to
protectionism because such policies are inefficient and hamper growth).
191. HAzLITT, supra note 14, at 17.
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restrictions help the country imposing them, and that something must be
offered in return for their repeal.' 92 This completely misstates the nature of
the problem; restrictions hurt the country imposing them as well. A country
would be better off dispensing with them even if other countries did not.'93
The gains from international trade are equivalent, in all respects, to
those from technological progress.' 94 Both lead to growth at the possible
expense of redistribution of income. The effects of income growth are
large; even adverse distributional effects should not justify imposing
restrictions on trade. As one scholar noted, "We would not dream of
banning the lightbulb to please candle makers!"' 95 Indeed, countries that
have done so have done so at their own peril. Countries with inwardoriented, protectionist policies have suffered from poor growth rates, while
those with more open economies have prospered.' 96 The dismal economic
performances in Africa and Latin America during the 1970s and 1980s
provide obvious examples of9the
7 former; the burgeoning economies of East
Asia demonstrate the latter. 1
Most countries now recognize these facts. As the benefits from
globalization have become more apparent, more countries have traded in
protectionism for growth. Government-imposed barriers to international
trade have fallen more than 80% since World War II, and in the past
20 years most economically-important developing countries have made
192. FRIEDMAN, supra note 134, at 73.
193. Id.
194. RODRIK, supra note 58, at 31. Indeed, some economists compare the effects of trade to
those of technological progress, and argue that those from trade have historically been more
important. See KEVIN H.O'RouRKE &JEFFREY G. WILLIAMSON, FROM MALTHuSTOOHLIN: TRADE,
GROWTH AND DISTRIBUTION SINCE 1500 (Nat'l Bureau of Econ. Research, Working Paper No.
8955, Apr. 2002). O'Rourke and Williamson argue that the opening of the English economy to
trade was at least as important as rising industrial productivity in the 1800s, and that increasing
trade played an indispensable role in kick-starting the Industrial Revolution. "[O]pen economy
forces deserve far more than a footnote. Indeed, they should get equal billing with closed economy
industrial revolutionary forces in any model of long run growth over the past two centuries." Id.at
28.
195. RODRIK, supra note 58, at 31.
196. INT'L MONETARY FUND, supra note 23, at 132.
197. Id.
The East Asian economies offer an excellent illustration ofthe long-term benefits that
global capitalism has provided. Before suffering from the global economic crisis of the late-I 990s,
these countries had experienced "a miraculous three decades." Stiglitz, The Insider,supra note 4,
at 56. "[l]ncome had soared, health had improved, poverty had fallen dramatically. Not only was
literacy universal, but, on international science and math tests, many of these countries
outperformed the United States. Some had not suffered a single year of recession in 30 years." Id.
The effects of the economic crises were no doubt outweighed by the 30 years of growth that
preceded it. Indeed, for the poorest developing countries, 30 years of growth followed by 5 years
of even a very severe recession would be a godsend.
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great strides toward liberalizing their trade regimes. 9 ' Advanced and
developing countries alike should work to continue this pattern. Rather
than fighting the spread of markets, those concerned with helping the poor
should embrace it, and seek policies aimed at maintaining macroeconomic
stability in order to help moderate the unemployment and wage losses
associated with business cycles.' 99
What can the poorest countries do to converge on the rich? They should
encourage investment and saving; support outward-oriented economic
policies that increase efficiency through trade and investment; undertake
structural reforms to encourage domestic competition; and provide
education in order to promote productivity.200 The United States and other
advanced countries should continue to support the efforts of developing
countries to integrate into the global economy. Advanced countries can
promote trade by reducing restrictions on imports from the poorest
countries; encouraging the flows of private capital to lower-income
countries, particularly foreign direct investments (which provide
technological as well as financial transfers); and supplementing more rapid
debt relief.2"' Such measures would greatly benefit developing countries
and advance the self-interest of advanced countries. Trade, international
investment, and even immigration exhibit positive benefits for advanced
nations. The experience of NAFTA exemplifies this. It also shows that, at
least for the foreseeable future, increased trade with developing countries
could have, at worst, a minimal negative effect on the U.S. economy.20 2
To the extent that we are concerned with political and civil liberties, we
should continue the process of economic liberalization. While open
markets cannot guarantee that a society will become more free, history has
shown that this is typically the result. The diffusion of power among
individuals weakens the coercive force necessary to systematically violate
human rights; indeed, the market has been the greatest guarantor of
freedom that history has ever known.
Individual governments, international organizations, and more
frequently, nongovernmental groups and individuals, are pushing for
political reform and the strengthening of the rule of law in developing
nations. Advanced countries should continue to foster institutions in
developing countries that work with markets to promote efficiency or
provide protections without severely hampering the benefits of an open
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economy. These include legal regimes that punish, rather than support,
corruption; consumer protection statutes; promotion of the rights of
workers through organized labor; and the promulgation of rational safety
and environmental regulations. In addition to their obvious economic
benefits, these institutions would foster an expansion of political and civil
rights.
"With properly designed policies... [globalization] can be harnessed
to reduce poverty" while keeping the negative effects of the market in
check.2" 3 Thus far, most governments have been up to the task of easing the
negative effects of globalization. Far from the withered and near-dead
institutions envisioned by some anti-globalists, countries with more open
20 4
economies have actually strengthened their social insurance programs.
This is supplemented by the efforts of organizations like the IMF and the
World Bank. There will always be winners and losers in any economic
system. This is no reason, however, to throw the proverbial globalization
baby out with its bathwater.
Lastly, greater economic openness and interdependence should be
promoted in order to inhibit international and intrastate conflict. The more
open a country's economy is to trade, investment, and migration, the more
self-damaging it is to engage in conflicts, and the less likely it is to do so.
Economic growth leads to greater stability; conversely, both interstate and
intrastate conflicts are systematically related to lack of economic
opportunities.
Greater trade and investment are strong, if inadvertent, foreign policy
tools. They improve the lot of developing countries and strengthen their
relationships with advanced countries and each other. The example of
NAFTA shows these principles in action; the elimination of trade
restrictions and the formation of further trade agreements will likely result
in further peacekeeping successes. The IMF and World Bank can further
aid this process by expanding their relations with a wide variety of other
organizations, including private firms, to further their increased role in
post-conflict reconstruction and conflict prevention.' °5 To the extent that
increased globalization can displace groups or have a destabilizing effect
on society, some of the propositions above, such as organization of labor
and government-sponsored social insurance programs, can help alleviate
such problems.
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VI. CONCLUSION

International organizations and individual states have succeeded in
reducing tariffs, quotas, and other protectionist measures. While
protectionism has not disappeared, its effects are waning. The important
goals for the international community are now reconciling the health,
safety, environmental, and antitrust regulations of different countries with
the free movement of goods and services and the factors of production.2"6
What is needed is not, as some contend, backward-looking economic
policies that oppose greater integration. Rather, countries should
implement policies that protect the core values of their people, yet
encourage them to converge macroeconomically on developed nations.
Economic globalization has brought prosperity to many areas of the
globe. Pervasive poverty dominated the world only a few centuries ago;
economic interrelations have played a significant role in overcoming this
situation. 7 Although it is too early to sound the death knells for
protectionism and isolationism, the spread of economic liberalism may be
in the process of doing just that. Recent terror attacks and the wars in
Afghanistan and Iraq, as well as other conflicts throughout the world, show
that well before his time when he declared "the end of history."208
Liberalism has not yet defeated all of its ideological rivals. The growing
emphases on economic openness, private property, individual liberty, and
equality of opportunity are, however, rapidly gaining ascendancy
throughout the world, and their benefits have been substantial.
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